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1 . EMBASSY IS IN PROCESS OF PREPARING FORECAST OF ROC ECONOMY IN 
1977. DISCUSSIONS WITH GROC OFFICIALS AND FOREIGN AND LOCAL 
BUSINESS AND FINANCIAL LEADERS ARE UNDERWAY, AND IT IS ANTICIPATED 
THAT REPORT WILL BE READY FOR SUBMISSION EARLY IN JANUARY 1977. 

2. BASED ON DISCUSSIONS HELD TO DATE, IT IS LIKELY THAT THE DOWNTURN 
IN INDUSTRIAL PRODUCTION WHICH BEGAN IN THIRD QUARTER OF 1976 
WILL CONTINUE THROUGH AT LEAST FIRST QUARTER OF 1977. RECOVERY 
AFTER THAT WILL DEPEND A GREAT DEAL ON CONDITIONS IN ROC'S MAJOR 
EXPORT MARKETS (US, JAPAN, WESTERN EUROPE). 

3. OF MAJOR INDUSTRIES, TEXTILES APPEARS TO BE IN WORST SHAPE. 
INDUSTRY BLAMES PROBLEMS ON QUOTA RESTRICTIONS, MARKET SHIFT 
AWAY FROM ARTIFICIAL FIBERS AND LOW PRICES OFFERED BY BUYERS. 
INDUSTRY ALSO SUFFERING FROM HEAVY DEBT BURDEN CAUSED BY OVER- 
EXPANSION OF PLANT IN 1973 AND 1974 AND SLOW FLOW OF LOANS FROM 
THE BANKING SYSTEM. 

4. SITUATION IN ELECTRONICS INDUSTRY IS MIXED. T.V. AND 

OTHER CONSUMER PRODUCTS MANUFACTURERS HAVE BEEN HIT HARD 
LIMITED OFFICIAL USE 
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BY JAPANESE COMPETITION AND FALL-OFF IN ORDERS FROM U.S. AND 
EUROPE. THERE ARE FEW SIGNS THAT SITUATION WILL IMPROVE MUCH 
FIRST HALF OF 1977. COMPONENTS MANUFACTURERS WHO SUPPLY 
CONSUMER PRODUCTS COMPANIES ARE EQUALLY PESSISMISTIC. CERTAIN 
OTHER SECTORS OF INDUSTRY, HOWEVER, ARE BOOMING, PARTICULARLY 
LCD WATCHES AND T.V. GAMES. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


5. ASSOCIATIONS REPRESENTING EXPORTERS OF MAJOR PROCESSED 
AGRICULTURAL PRODUCTS BELIEVE 1977 WILL BE A GOOD YEAR. 

MANY CANNERS REPORT ORDERS THROUGH MID-YEAR, WITH WESTERN EUROPE 
PARTICULARLY ACTIVE. 

6. OUTLOOK FOR OTHER MAJOR INDUSTRIES. INCLUDING PLASTICS. 

CEMENT. MACHINERY, AND PLYWOOD, IS NOT KNOWN PENDING 
DISCUSSIONS WITH INDUSTRY LEADERS. 

7. BEYOND MEASURES ALREADY ANNOUNCED, E.G., FURTHER 
REDUCTION OF INTEREST RATES, THERE IS NO INDICATION OF 
MEASURES GROC MAY BE PREPARING TO TAKE TO STIMULATE ECONOMY. 
ANTICIPATED TRADITIONAL YEAR-END INCREASE IN BANK CREDIT 

HAS NOT YET MATERIALIZED. 
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